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UNITED STATES BANKRUPTCY COURT

EASTERN DISTRICT OF CALIFORNIA

SACRAMENTO DIVISION

In re:

CITY OF STOCKTON, CALIFORNIA,

Debtor.

Case No. 2012-32118

D.C. No. OHS-15

Chapter 9

DECLARATION OF STEPHEN CHASE
IN SUPPORT OF CITY’S
SUPPLEMENTAL MEMORANDUM
OF LAW IN SUPPORT OF
CONFIRMATION OF FIRST
AMENDED PLAN FOR THE
ADJUSTMENT OF DEBTS OF CITY
OF STOCKTON, CALIFORNIA
(NOVEMBER 15, 2013)1

Date: May 12, 2014
Time: 9:30 a.m.
Dept: Courtroom 35
Judge: Hon. Christopher M. Klein

1 Paragraph 13 of the Order Modifying Order Governing The Disclosure And Use Of Discovery Information And
Scheduling Dates Related To The Trial In The Adversary Proceeding And Any Evidentiary Hearing Regarding
Confirmation Of Proposed Plan Of Adjustment (Dkt. No. 1242, modifying Dkt. No. 1224) contemplates that the
Parties will submit direct testimony declarations for their respective witnesses by April 21, 2014. Accordingly, the
declarations submitted in support of this Supplemental Memorandum do not contain all of the information and do not
attach all of the evidence that will be included in the direct testimony declarations that will be filed on April 21.
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I, Stephen Chase, hereby declare:

1. I am the Director of the Community Development Department of the City of

Stockton, California (“the City” or “Stockton”). I make this declaration in support of the City’s

Supplemental Memorandum Of Law In Support Of Confirmation Of First Amended Plan For The

Adjustment Of Debts Of City Of Stockton, California (November 15, 2013). In my role as

Director of Community Development, I oversee the City’s public facilities fees (“PFFs”) system,

floodplain management, long-range and current planning, building and life safety, and the

operations of the City’s permit center. Prior to joining the City as the Director of Community

Development in July 2012, I was the Planning and Environmental Services Director for the City

of Goleta, Deputy Director of Planning and Development for the County of Santa Barbara,

Deputy City Manager for the City of San Buenaventura, Aide and Field Deputy to the Board of

Supervisors of the County of Ventura, and as a junior level planner for the City of Camarillo and

the Counties of Santa Barbara and Ventura.

California’s PFF System

2. PFFs are charges levied on new development to pay for development’s fair share

of infrastructure needs to mitigate the incremental impacts of the development. They are

governed by the California Mitigation Fee Act of 1987 (the “Act,” also known as California

Assembly Bill 1600, or “AB 1600”), codified at Cal. Gov’t Code § 66000 et seq., which allows

cities to charge fees, among them PFFs, to provide a certain level of service or for public

infrastructure related to new development. The Act imposes several key requirements on the

City’s PFF system.

3. First, the Act requires that there be a “nexus” between the level of service and/or

infrastructure costs and the fee charged. In order to establish the nexus for a new PFF, the City

must identify the purpose of the fee, identify the use to which the fee is to be put, and determine

how there is a reasonable relationship between the fee’s use and the type of development project

on which the fee is imposed. These findings are contained in a fee study prepared by or for the

Community Development Department and the Administrative Services Department and submitted

to the City Council for approval.
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4. Because of the Act’s nexus requirement, the permissible uses of PFF receipts are

restricted to the purposes for which the PFFs were imposed—in other words, the purposes set

forth in the fee study that was required to be undertaken by the City in order to levy the charges.

5. A second key requirement of the Act is that PFF receipts be placed in separate

funds allocated to each specific fee purpose. As described in the Vanessa Burke declaration

being submitted concurrently, these funds are restricted, meaning that these types of fees can only

be collected and used for mitigating the impacts of new development upon infrastructure needs

and/or service level demands.

6. Finally the Act requires that PFF receipts be allocated within five years of their

collection to a nexus-based capital improvement program, such as the land acquisition,

engineering and eventual construction of a freeway interchange. Reimbursement claims are

eligible for consideration beyond the five year window.

The Availability Of PFFs To Reimburse The General Fund For Portions Of The Lease Payments

On The 2009 Golf Course/Park Bonds

7. The proceeds of the 2009 Golf Course/Park Bonds2 funded certain infrastructure

improvements that would have otherwise been eligible for funding from certain PFF funds.

Because of this, the PFF funds from which the improvements would have otherwise been eligible

for funding may reimburse the General Fund for the portions of the lease payments on the

principal of (but not interest on, as explained below) the 2009 Golf Course/Park Bonds that are

allocable to those improvements. The authority to use PFF receipts to refund the principal

payments on the 2009 Golf Course/Park Bonds is based on the use of bond proceeds to finance

fee-eligible improvements.

8. It is important to note that the City is not required to use PFF funds to reimburse

the General Fund principal payments. This is because there is no separate pledge agreement

committing PFF receipts to refund the principal payments made by the General Fund to Franklin.

Rather, the City is permitted to use PFF funds for this purpose, if it so elects.

2 Capitalized terms used but not defined herein have the meaning ascribed to them in the First Amended Plan for the
Adjustment of Debts of City of Stockton, California (November 15, 2013) [Dkt. No. 1204].
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9. The City’s ability to use PFF receipts to refund the principal payments on the 2009

Golf Course/Park Bonds is limited by the City’s obligations to use PFFs to pay for new

infrastructure. There is no requirement that any particular improvements be given priority over

other improvements, and the City has not assigned priority to repayment of the 2009 Golf

Course/Park Bonds ahead of other obligations. Another limiting factor is that PFFs are received

only when property is developed, which is beyond the City’s control. The City thus has no

control over the timing or amount of PFF revenues in any given period. Because the

improvements to be funded by PFFs are intended to mitigate the impacts of new development, the

City cannot feasibly allocate all or even a substantial portion of future PFFs to refund the

principal payments on the 2009 Golf Course/Park Bonds lest it fail to have funding to pay for the

infrastructure required to serve the new developments that will generate the fees.

10. As noted above, PFF receipts may be used to refund the principal payments of, and

not the interest on, the 2009 Golf Course/Park Bonds. This is because the fee study for the

projects funded by the proceeds of the 2009 Golf Course/Park Bonds did not establish fees in an

amount designed to cover interest carried on the cost of the improvements. Because of this, PFFs

cannot be used to refund the General Fund for payments for the interest component of the

amounts due under the 2009 Golf Course/Park Bonds.

11. Further, the competition for PFF resources is intense, especially for street projects.

The City’s Capital Improvement Program for FY 2013-14 through 2017-18 identifies $440

million of unfunded transportation projects. Even with receipt of state or federal grant funds, a

significant portion of these unfunded costs would have to be paid from the Streets PFF fund.

Also competing for Streets PFF funds are $16 million in accumulated PFF program credits and

other reimbursement obligations payable to developers.

PFF Revenues Have Been Lower Than Expected

12. By the beginning of the AB 506 neutral evaluation process, the City was aware

that PFF revenues had fallen from their peak in 2003-2006. However, it was not until later, in

June 2013, that the City received information showing the extent of the down-market effects on

development activities going forward into future years, and, therefore, the drastically reduced
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projections for the generation of PFF revenues. The City now recognizes that PFF receipts have

reached a new low, and because of multiple factors, are likely to remain low for many years to

come.

13. As reflected in the declaration of Laurie Montes in support of the City’s eligibility

petition [Dkt. No. 23], development in Stockton boomed during better economic times.

Development permits for residential dwellings reached an average of almost 3,000 per year

during the early 2000s. With the crash in the housing market and the global economic downtown,

however, development in Stockton has nosedived. During fiscal years 2008-09 through 2011-12,

residential dwelling permits averaged only 135 per year. During the last calendar year, the City

issued only 97 dwelling permits. As a consequence, PFF receipts have dropped dramatically.

The Police and Fire PFF funds are collectively $3.7 million in deficit, having had to receive loans

to help pay their share of debt service costs prior to 2012.

Numerous Factors Inhibit The Growth Of PFFs Going Forward

14. In January of 2013, the City commissioned the consulting firm Economic &

Planning Systems, Inc. (“EPS”) to prepare a development impact review report as part of a

comprehensive review of development impact fees. A true and correct copy of this report, which

was presented to the City’s Development Oversight Commission on June 6, 2013, is attached

hereto as Exhibit A. Based on the data available at the time, the EPS econometric supply and

demand model for new permit activity projected that the City would be issuing approximately

700 units per year by year 2017 of all types of residential housing, provided that all assumptions

hold true. The study further forecast a sharp increase beginning in 2014, based on pent up market

demand for new housing. However, this projection has not borne out: the City has issued only

64 building permits for residential units in the first 9 months of the current fiscal year.

Accordingly, the amount of PFFs that the City will receive this year will be considerably lower

than what had been forecasted. Further, at least two of the PFF funds, Fund 940 and Fund 960,

which the City proposed to use as a source of debt repayment for the 2009 Golf Course/Park

Bonds, currently have negative balances. As a result, the millions of dollars of PFFs that Franklin

argues are available to pay them from PFF funds simply do not exist.
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15. The EPS model and its forecast of a substantial downgraded demand cycle bring

into question the City’s former projections of the number of permits that could produce PFF

revenues. The EPS projection of 700 units per year was dependent on certain economic factors

being met, such as a drop in unemployment and increase in the price point for home sales.

Unemployment in Stockton remains high as of February 2014, was 15.9%, and job formation

remains slow. Further, price points for new homes remain closer to the $200,000 level, not

$300,000. See Exhibit A at 48, 72. Further, the City’s financial consultants forecast that

economic conditions in Stockton will remain depressed for years to come.

16. Another important factor that will suppress PFF receipts is the required overhaul

of the City’s General Plan and Capital Improvement Program. A General Plan is the document of

policies, programs, maps and designations that has hierarchical control over all land use matters.

It is the City's plan for future growth in population and land area, and complementary

development of land uses types, properties and structures. A Capital Improvement Program is a

document intended to guide infrastructure plans that stem from the General Plan. The City

currently operates under the 2035 General Plan, which was promulgated in December 2007. The

City’s Capital Improvement Program is promulgated each fiscal year as a part of the annual

budget. As such, the current program was approved in June 2013. Not only must the City

develop a new Capital Improvement Program tied to the current General Plan, the City must

substantially overhaul the General Plan before it can do so.

17. The 2035 General Plan is premised on an out-dated development plan that does not

reflect the new economic conditions in Stockton, and must be overhauled to reflect the new

reality. Further, the General Plan must be amended to satisfy new state mandates. Recent state

mandates related to climate action planning, floodplain management, and carbon footprints ([AB

32, SB 375, and SB 5]), along with the City’s settlements with the Attorney General’s Office and

Sierra Club in October 2008 to cure alleged defects in that plan, required the City to analyze and

draft modifications to encourage infill and/or adaptive reuse of vacant and underutilized

properties and structures, as opposed to greenfield development. “Infill” describes the

development of undeveloped areas already within a city’s infrastructure grid. “Greenfield”
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development, in contrast, is the development of previously undeveloped lands beyond a city’s

infrastructure grid. Because the highest PFFs are those issued for permits for the new

infrastructure associated with greenfield development, the shift to infill in the updated general

plan may constrict both the number of development permits issued and the amount of PFF

receipts raised by their issuance.

18. The process to update the General Plan is set to commence in FY 2014-15, when it

is anticipated that the Community Development Department will seek initial approval for a

comprehensive update. Amendments to the General Plan are subject to Planning Commission

recommendation and City Council approval.

19. Franklin’s assertion that PFF receipts would be sufficient to pay its claim if

development permits average 650 per year is thus a world away from Stockton’s reality. For

example, for park projects, the General Plan standard for park acreage per 1000 residents imposes

a new park construction cost burden in excess of what 700 housing units per year would generate

in income.

20. Finally, another important variable will inhibit future PFF growth: the intense

political pressure in Stockton to reduce PFFs and other developer fees in an effort to encourage

development. Development is essential to the City’s recovery following bankruptcy. Many

citizens, among them a number of influential and well-financed developers, believe that to

encourage development it is necessary to reduce the amount of fees imposed on new

development. The City reduced the Streets PFF rate by half in 2010 as an incentive for

development, with the discount scheduled to end on December 3, 2013. However, the City

Council has extended that 50% rate discount for another year, through December 31, 2014.

Because revenue foregone through rate discounts cannot legally be made up through higher levies

on future development, these four years of lost revenue cannot be regained. And the political

pressure is ongoing: The City's Strategic Initiative III.3 provides policy direction to simplify and

reduce development impact fees, so as to stimulate economic development. In 2013, the City

conducted a Phase 1 fee study that provided a legal and policy framework to reopen the Fee

Schedule accordingly. In 2014, a Phase 2 fee study is now evaluating processing fees.
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Programmed for 2015 is a Phase 3 study of PFFs. The entirety of these analyses will be updated

once a new General Plan and Capital Improvement Program emerge in the 2016 timeframe.

Limits On The Use Of The Golf Course/Park Properties

21. The restrictions on the use of the Golf Course/Park Bonds Properties severely limit

their value, either in leasehold or in fee simple. All three properties are designated as Parks and

Recreation by the City’s 2035 General Plan. Allowed uses under the Parks and Recreation

designation include “City and county parks, golf courses, marinas, community centers, public and

quasi-public uses, and other similar and compatible uses.” See Stockton General Plan 2035 Goals

& Policies Report, at 3-7, available at http://www.stocktongov.com/files/GoalPolicyReport.pdf.

The properties are also designated as Public Facilities by the City’s zoning ordinance, the

Stockton Development Code. Although the permissible uses for Public Facilities, which include

offices, auditoriums, libraries, and similar civic uses, are broader than those for Parks and

Recreation properties, these additional uses are typically permitted only with a discretionary

permit, which must be approved either by the Planning Commission or by me in my role as

Community Development Director after issuing a written finding that the permit is consistent

with the 2035 General Plan. Given the limited uses permitted by the 2035 General Plan, a permit

allowing residential development of the Golf Course/Park Bonds Properties would be inconsistent

with the General Plan and would not be granted.

22. Any changes to the General Plan designation and Zoning District Map designation

would require legislative action by the City Council. Those actions and the process that begets

them must comport with the strict provisions of the California Planning and Zoning Act

(Government Code) and the California Environmental Quality Act (Resources Code). The

process requires formal initiation, staffing and funding of the work program, hearings,

discretionary decision-making based on the process record and, generally, 18 to 24 months of

time. By law, outcomes of this process cannot be pre-determined.

23. The City’s zoning ordinance and General Plan are not the only restrictions on the

use of the properties. Van Buskirk Golf Course, for instance, sits in a floodplain of the San

Joaquin River. Federal Emergency Management Agency (“FEMA”) standards prevent
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construction on the floodplain. The City is required to ensure that all new land uses and

structures meet FEMA standards as well as emerging State mandated provisions under SB5 that

require 200-year flood zone protections.

24. The deed by which Charles and Bertha Van Buskirk conveyed the property on

which Van Buskirk Golf Course sites to the City imposes further restraints on the use of the

Property. A true and correct copy of the Van Buskirk deed is attached hereto as Exhibit B.3 It

includes conditions subsequent that the “property shall be maintained and used only for public

recreation or public park purposes” and that “no intoxicating liquor shall be sold or offered for

sale upon the premises.” Id. at 2-3. A violation of either condition subsequent for more than 180

days results in a reversion of the portion of the property that is in violation back to the heirs and

successors of the Van Buskirks.

Executed this 31st day of March 2014, at McAllen, Texas. I declare under penalty of

perjury under the laws of the State of California and the United States of America that the

foregoing is true and correct.

3 There are actually seven separate deeds for the properties that comprise the Van Buskirk golf course. All of these
deeds have identical language.

OHSUSA:757245561.4
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MAR 261951 DEED 

THIS DEED, made this 30th day of January 

CHARLES HAYMOND VAN BUSKIPJ( and BERTHA S. VAN BUSKIRK, his wife, Grantors, and 

the CI'rY OF S'IDCKTON, a ;.rlunicipa1 Corporation, of the County of San Joaquin, 

State of California, Grantee, 

Vi I T N E SSE T H: 

Grantors grant to Grantee that certain real property situate, lying and 

being in the City of Stockton, County of San Joaquin, State of California, 

described as follows, to-wit: 

A tract of land situated in the County of San Joaquin, State of 
California, in Section 22, Township 1 North, Range 6 East, Mount Diablo 
Base and Meridian, and Sections 10 and 11 of C. M. Weber Grant, and more 
particularly described as follows, to-wit: 

Beginning at a concrete monument bearing due Sout~60.oo feet 
from the southwest corner of Lot 1 in Block 7 of Lever Village, Unit 
No.1, as per Map filed in .book of Maps, Vol. 14 at Page 22, San Joaquin 
County Records; thence due east 17~.14 feet to a concrete monument; thence 
Easterly on a curve to the left, radius 2410 feet, (long chord bears 
North 79·~4'4?5" East 871.86 feet) an arc distance of 816.f:J::} feet to a 
concrete mounument at point of reverse curve; thence Easterly on a curve 
to the right, radius l,QO feet, (long chord bears It>rth 7~029t4? .. 5" East 
240.5, feet) an arc distance of 240.76 feet to a concrete monument at end 
of curve; thence North 77°,0' East ?20000 feet to a concrete monument in 
the Westerly line of the French Camp Road; thence along the Westerly 
line of the ~rench Camp Road, South 12°10' East 1220 feet to the Northerly 
or right bank of Walker Slough; thence downstream along the NOrtherly or 
right bank of V~lker Slough, as follows: 

North 71°12 ' West 220 feet; North 65°55' West 247.5 feet; North 
67°28' West 446 feet; North 66°17' West 199 feet; North 76°04 1 West 
141 feet; South 84°42' West ?,7 feet; South 84°~O' West ?12 feet to a 
point that is due South of the point of beginning; thence leaving Walker 
Slough, due rhrth 506 feet to the point of beginning, and containing 
27.21 acres. 

EXCEPT THEHEFIDM tha t parcel of land 25 feet x 10 feet, 5i tuated 
in the Southeast corner of said premises, as conveyed to Gity of stockton, 
a municipal corporation, by Deed recorded l~rch 14, 1955 in O. R., 
Vol. 1726, page 475. 

pursuant to City Ordinance No 3072 to the terms and conditions of which 

Grantors hereby consent, sub~t to the reservations and conditions hereinafter 

set forth: 

RESEW ATIO NS: 

1. Grantors reserve the right to maintain upon the granted parcels such 

pumping plants, ditches, and pipe lines as they shall deem necessary ot proper 
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for the irrigation of their lands lying adjacent to the granted parcels, 

with rights of way along and adjacent to the same for their operation, 

maintenance and repair, and with the right to alter and add to such irrigation 

facilities from time to timeo 'ihese rights shall cease as to .any portion of 

such adjacent lands whenever such portion shall cease for a period of one full 

calendar year to be used for agricultural purposes, including the raising of 

livestook" or shall cease to be contiguous to any portion of such adjacent 

lands still used for agricultural purposes. 

2. Grantors reserve the right to use the above described property for 

agricultural purposes, including the raising of livestock for a period of 

five years from date hereof, subject to the paramount right of the Grantee 

during said period to make and construct such plantings, excavations, fills, 

roadways, paths, fences, buildings, bridges and other works as it may deem 

proper for the purpose of developing the premises for public recreation or 

public park purposes, including use by nons6etarian character building 

organizations financed mainly by donations from the general public or for a 

combination of any of t'1J :cregoing uses. 'While development work is being 

carried on, the land may be used for agricultural purposes to such extent as 

shall not interfere with such work. When any area consisting of five acres 

or more has been developed to such extent as to be ready for said public uses, 

notice thereof shall be given in writing to Grantors, and all agricultural use 

of the designated area shall cease within ninety days after the completion of 

harvesting of any crops then upon the area; provided that Grantors shall 

retain rights of way across such parcel as shall be reasonably necessary for 

the convenient farming of other areas. 

CONfITIONS SUBSEQUENT: 

1. That the above described property shall be maintained and used only 

for public recreation or public park purposes, including use by nonsec tarian 

character building organizations financed mainly by general public donations, 

or for a combination of any of the foregoing uses. 

- 2 -
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2. That no intoxicating liquor shall be sold or offered for sale upon 

the premises. 

If the property or any portion or portions thereof shall be used in 

viola tion of either of the forego ing condit ions, and such viola tion shall 

continue for a period of one hundred eighty (180) days after written notice 

thereof by the Gran tors, their he irs, ass igns and successors in in teres t or 

anyone of them has been filed with the City Clerk of the City of Stockton, 

California, then the portion or portions so used shall revert to and become 

the property of Grantors, their heirs, assigns and successors in interest, and 

the latter thereupon shall have the right to re-enter the portion or portions 

so forfeited and take possession thereof. These conditions shall bind the 

c~ty of Stockton, its successors and assigns forever. 

In addition to the foregoing, anyone or more of the aforesaid Grantors 

and their heirs, assigns and successors in interest shall have the right to 

enjoin any violation of the aforesaid restrictions and conditions as a 

public nuisance. 

All covenants , conditions, reservations, and restrictions herein 

contained shall inure to the benefit of, and be binding upon, the heirs, 

devisees, assignees and successors in interest of all parties hereto, and 

shall run with the land. 

IN WITNESS WHEREOF, Grantors have hereunto set their hands the day and 

year first above written. 

- Grantors -

- ? -
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8~A!1 01' OJ.LIIORIIA ) 
: SS. 

OOUl!!' 01' 8.A1I JOAQUIlI ) 
' .. 

On this 30th d87 ot January Ul the ,.ear One 

tho_and Bine HUndred Fift 7-:Seven beto~e me o. gc PA\kKINSON 

------------~----------
, a .0ta17 Publioin and tOI' sa1d 

Count,. and state, per.oDal17 apJ8ared CHARLES RA maND VAN 

_B_U_SK_I_R_K __ a_nd __ B_ER_'~THA __ ~S_c __ VA_N_J_B_U_S_K_IR_K_, __ h_i_s.w_i_f_e __________ ~knovn 

to me to be the person s desoribed 111 aDd whose DaIle s are - ---
aubeorlbeel to the within imtruillent, and aolmo.1edsed to me 

that they 'exeouted the ..... 

II WIDESS WRJ&1I01' ,I bave . set IIJ' haDd aDd attu,ed IlJ' 

offioial , .. 1 111 the Ooun"t7 ot san Joaquin, the cla,. aDd: ,.ear 

in th1s oenlt1oate tir8t above written. 
; J ,,--- ~,-

~
'~ /~~ 

.w.. 
ot San Joaquin, Sta"e of 0&11t.nl8 

IIT"Coaissloll expires _l-1 .... 8.r .. c_h_2_ ...... _ ..... _ ..... ' 1952.... 

B7 virtue of the ~uthori tJ· ve8teel ill .. b7 R •• olu~loJl 10. 
20,.238. th18 4.e4 1s hereb7 aooepted b,. the 01t,. ot 811oottoa 
anel o ... m 1;0 It. reoordation 1s hereb7 sru,te4. 

Date 4 , , 1957. 

11{i89 CeM~ 

Recorded by_ SECURITY TITLE INS. CO. 

___ MB-B 2 6_1.957 __ at· 11::a, Be en, in 

. _-800I(.1~-PAt,l;4B9-_.0fficial Records 

San Joaquin County Records. -4-
Fees $- ~~.~ 'v\4 ~ N. (f)..JJvc/ 

County Recorde, 
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